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WATER AND SEWER FUND 
PROJECTION 

 

 
 

Highlights 
 

The projection reflects a reserve for debt coverage that is intended to ensure that the City meets or exceeds the 
revenue bond rate covenants contained in the water and sewer revenue bonds.  Adverse conditions such as 
water restrictions due to drought, or unseasonably wet years, place the City in jeopardy of not recognizing 
sufficient revenues to meet these covenants.  The coverage ratio that must be maintained for parity debt is 1.25 
and for all debt 1.0.  Generally, only operating revenues can be utilized for computation of the coverage ratio.  
 
A rate increase for water and sewer services charges and water consumption charges was adopted for FY2008-09.  
For residential customers, water is billed at an increasing tiered rate intended to promote conservation.  Non-
residential customers will be billed for water consumption at the 3

rd
 or middle tier rate.  This rate increase is 

projected to equate to the following change for a residential customer: 
 

Billing Period 8 CCF Monthly Use 2 CCF Monthly Use 12 CCF Monthly Use 

Bi-Monthly Increase $14.76 $10.74 $22.92 

Monthly Increase $7.38 $5.37 $11.46 

Annual Increase $88.56 $64.50 $137.52 

 
 
The rate model utilized for the projection includes future rate increases based on growth in operating expenses.    
The rate model also assumes full funding of the proposed CIP by utilization of revenue and/or General Obligation 
bond issues. 
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Revenues 
 

 Water and Sewer Sales include both consumption and service fee charges to all direct water and sewer 
customers, inside and outside the City.  It does not include contractual water sales to other utilities.   

 

 Most revenue sources and system utilization are projected to increase by 1.9% annually. 
 
Appropriations 
 

 Personal Services costs increase at a rate of 5% annually. 
 

 Operating costs increase at a rate of 2% annually. 
 

 Capital costs increase at a rate of 2% annually. 
 

 The non-departmental costs generally increase at a rate of 2% annually. 
 

 Debt Service projections for existing debt as provided by the City’s Finance Department are further projected 
with proposed future debt service on general obligation bonds to be issued as approved in the 2005 bond 
referendum, and future revenue bonds and/or General Obligation bonds issued to fund the proposed CIP in 
fiscal year 2009 and out. 

 

 Transfers to other funds includes funding transferred to the Fleet Acquisition Fund for purposes of fleet 
vehicle and heavy equipment purchases. 

   
Coverage Ratio 
 

 Coverage ratios represent the amount of net revenues (gross revenues minus operating expenditures) that 
are available for debt service payments.  For parity debt the City is required to have a coverage ratio of 1.25, 
and for all debt a ratio of 1.0.  Coverage ratios are used by financial institutions as a key indicator for the 
calculation of the City’s bond rating.   

 

 


